Introduction
Recent years have seen a surge of interest in econometric models of changing conditional variance. Probably the most widely used but by no means the only such models, are the family of ARCH (Autoregressive Conditional Heteroskedastic) models introduced by Engle (1982) .
Researchers have fruitfully applied the new ARCH methodology in asset pricing models. For example, Engle and Bollerslev (1986) used GARCH (1,1) to model the risk premium on the foreign exchange market and Bollerslev et al (1988) extended GARCH (1,1) to a multivariate context to test a conditional CAPM (Capital Asset Pricing Model) with time varying covariance. However their results show that shocks may persist in one norm and die out in another, so the conditional moments of GARCH (1, 1) may explode even when the process itself is strictly stationary and ergodic Nelson (1990) . Achia et al (2008) revealed that the GARCH (1, 1) model provided a good explanation of the dynamics of the market returns but failed to obey the efficient market principle indicating that there is market risk. This paper uses a RRWPM as determined by Anyika et al (2010a) that avoids the explosion of conditional moments of GARCH (1, 1). With this model the relationship between the actual and estimated values with GARCH forecasted time series data is almost perfect. With the determination of total forecasted risk using the RRWPM the assumption of an efficient market need not be upheld. Section 2 outlines how returns of a portfolio of stocks are forecasted using the GARCH (1, 1) model, section 3 uses forecasted returns in section 2 and RRWPM to determine forecasted future cost and total risk. Section 4 calculates estimates of white noise using an estimator derived by Anyika et al (2010b) and determines probability density estimates of the portfolio systematic risk using the Gaussian kernel, section 5 surveys the process of using the forecasted returns with the RRWPM to result into future real cost of capital and other parameters. Probability estimates of future portfolio risks are estimated as well as actual market risk. Finally section 6 summarizes what has been done and concluded based on the results.
Forecasting Returns using Garch (1, 1)
ARCH models make the conditional variance of the time t prediction error a function of time system parameters, exogenous and lagged endogenous variables, and past prediction errors.  . Therefore the GARCH -M model is used for forecasting in this research.
Garched-Real Risk Weighted Price Model
The RRWPM is used to determine the forecasted cost of equity and real risk thus the model will be called Garched -Real Risk Weighted Price Model (G -RRWPM). To determine the G -RRWPM we let the forecasted weighted expected returns be
Where, Then take weighted forecasted diversifiable risk to be
and weighted forecasted non -diversifiable risk as To find the weight of investment i that will maximize expected returns and minimize total variance we apply the classical optimization method with no constraints as given by Rao (1 9 9 4 ) . We thus differentiate the expression;
With respect to i w , and differentiate Equate the differentials in 9 to 10 to get the value of i w ,
w is similarly derived. 
Once these weights are determined, they are substituted in equation 6 to give maximum returns and in both equations 7 and 8 to give minimum total risk. The costs of capital are also determined which enable accurate future predictions.
Determining Forecasted White Noise
The non-diversifiable variance estimator
as derived by Anyika et al (2005) indicates the presence of random error in the risk estimator. This error is taken to be white noise (wn) thus it can be said to be a random variable w n w n w n w n z z z
The values of  and  which will minimize variance are given by the partial derivatives of  and , f  and f  respectively. After several iterations; 
Results

Preliminary Data
Twenty stock portfolios were picked randomly from the New York Stock Exchange. The New York Share Index (NYSE) is used as the market share index and the long term Treasury bond as the risk free asset. The monthly returns of the twenty stocks, the NYSE and Treasury bond since July 1996 -September 2009 were forecasted for different periods and their returns calculated. A sample of the forecasted parameters and returns of Toyota using Matlab forecasting software are given by table 1 5.1.1 Surveys The forecasted returns are substituted into equation 6 to give the forecasted real risk weighed expected returns, cost of equity, and the total real risk as shown in the table 3. Nondiversifiable risk estimated using equation 9 is used to calculate white noise as an independent random variable as given by equation 14 and presented in table 4. Gaussian kernel is used to determine the probability estimates of non-diversifiable risk using white noise as an independent random variable and thus calculate actual non-diversifiable risk as tabulated in Table 5 .
Conclusion
The 2 r value for RRWPM averages 0.999 for the twenty forecasted stocks indicating that it is almost a perfect estimator of cost of equity. This is in comparison to the CAPM model which averages 0.25. This shows that a RRWPM avoids the explosion of conditional moments of GARCH (1, 1) since this has not deterred the RRWAM to be a perfect estimator of cost of equity. The actual non-diversifiable risk determined using derived white noise enables one make future predictions on the various portfolios. If we compare the market risk 12 months after the credit crunch in the United States of America (US) economy as shown in table 7 and that at the height of the crunch as shown in table 6 we see that 12 months later the risks are much lower as it is true with the US economy right now. In particular the companies which needed financial assistance to stay afloat 12 months ago AIG, TM and FORD, had market risks of, 4390.919, 237.5173 and 954.7601 respectively and 12 months later they have market risks of 82.54386, 10.46597 and 34.72481 respectively. Thus this research is a true reflection of the actual market risks. Also the least risky stocks currently (twelve months later) include BPH, TIF, AMC and VICL. This is a good prediction in relation to other methods like Value at risk, Capital Asset Pricing Model since it is in comparison with other Portfolios. Where: Parameter refers to the Standard value, the T error and the Statistic value. Standard value = the determined values of the unknowns. T Error = the error values in determining the standard values. Statistic = the ratio of Standard value to T Error, C and K are the constant values used in estimating the MA (1), GARCH (1) and ARCH (1), Leverage (1) = the value that compares the actual value and estimated value. Table 6 are the first two in Table 7 .
